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Dear Farm Business Analysis Participant: 7 “OMONTO® ri 


This is the Farm Business Analysis Report on your farm for the 
year of 1962, completed by the Farm Economics Branch staff from 
accounting information presented by you at workshops in your dis- 
trict this past winter. The report divides the cooperating farmers 
into groups on the basis of "type of farm", and analysis results 
are indicated for each type. The farms are classified according to 
the enterprise which contributes the largest amount to total gross 
farm returns. If no enterprise accounts for as much as 50% of 
total farm gross returns, the business has been classed as a diver- 
sified farm. The comparison of your farm business with the averages 
for your farm type will be of the most interest and use to you in 
locating weak and strong spots in your own operation. 


Your District Agriculturists have played an important part in 
this analysis by way of instruction and supervision in assembly of 
your basic physical and financial farm data for entry by yourself 
on the yellow and green analysis sheets. This has also given them 
a considerable amount of farm business analysis experience, plus a 
better insight into your individual farm business, which should be 
of benefit to you when discussing management problems with them. 


You will note that this type of project which is now underway 
in a number of areas in Alberta, is set up to give the farmers, 
the District Agriculturist, and the Farm Economics Branch alla 
vested interest in its operation, This is thought to be desirable 
for successful results. The role that each group is expected to 
fill is suggested as follows: 


(a) Farmer Farticipant: 

1. Completion of an adecuate set of farm records. 

2, Transferring summary material from his record 
book over to a comprehensive analysis sheet at 
a supervised workshop. 

3. Completion of a few initial calculations on the 
analysis shee. 

4, Fays $10,00 fee to cover a portion of the costs 
of analysis and report preparation. 

5. Receives a written report which he can use as a 
guide in making 2djustments in his farm operation, 
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(b) District Agriculturist: 

1. Erovide general guidance and instruction to 
participants, 

2. Check accuracy and completeness of records 
on analysis sheet. 

3. Discuss implications of findings with farmer. 

4. Collect and forward the $10.00 annual fee to 
the Farm Economics Branch, Edmonton, 


(c) Farm Economics Branch: 

1. Provide overall technical anc mechanical guidance 
and materials, 

2. Check and complete calculations for analysis. 

3. Summarize, tabulate, and analyze the records 
individually and on group basis. 

4, Prepare written report and interpretation of 
results. 

5. Print and cistribute written report. 

6. Discuss findings with interested parties. 


We hope you gain a worthwhile amount of economic knowledge 
about your farm from the explanation of this report to you by either 
your District Agriculturist or one of the Farm Management specialists, 
We would like you to remember, however, that the information con- 
cerning your farm in this report can be no more accurate or detailed 
than the information which you gave us on the analysis sheet. In 
some cases we did run into sizeable discrepancies in information, 
and we hope that next year both you as memb-~s and ourselves as 
analysts can keep these to a minimum. 


Both your District Agriculturists and ourselves express our 
appreciation in having worked with you and hope you have gained 
something worthwhile from the farm accounting and business analysis 
portion of the farm and home management program in which you are 
participating. 


ALF FETERSEN 

LEN BAUER 

Farm Business Management Section 
Farm Economics Branch 

Alberta Department of Agriculture 
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A,  FREFACE 


Head work is rapidly replacing much of the muscle power in our modern farming 
game. Thus, the successful farm manager of today usually finds that his talents 
as a decision maker and planner in the farm business pay bigger dividends to him 
than does the manual labor which he might do instead. The farm operator of today 
must constantly be on the alert, watching for new opportunities, techniques, and 
ways of improving the efficiency of his operation. As a decision maker, he must 
cultivate the ability to observe and recognize problems in his business. He must 
look for alternative solutions to these problems and try to select the best ones. 
Then, if his planning is to be of any meaning, he must put the selected alternatives 
into effect and as a manager and entrepreneur he then reaps the rewards, which may 
be good or bad, depending on the accuracy of his decisions. This constitutes the 
management process of which decision making is such an important part. 


The Farm Economics Branch of the Alberta Department of Agriculture recognizes 
the changing training needs of farm operators. One of the projects undertaken by 
the Branch to help meet these needs has been the farm business analysis program. 
This analysis report contains the results of 54 cooperating farmers from the High 
Prairie, Grande Prairie, Spirit River and Fairview-Berwyn areas for the year 1962. 
Group averages are shown for each general type of farm. Each individual farm oper- 
ator's business analysis results have been returned to him in order that he might 
see how his operation compares with the group. His own information is, of course, 
confidential and is revealed to no one but the district agriculturist without his 
permission. It is hoped that interpretation of this business analysis will give the 
participating farm operator a better idea of the weak and strong points in his farm 
operation, as well as valuable guides for making adjustments in order to improve 
income with the resources he has available. 


While the group average figures can be extremely useful to others in assessing 
the business side of farming, it would be erroneous to assume that these represent 
average farms for the district. Usually farmers participating in such a program have 
somewhat larger businesses than is typical for the area. Any general use made of 
these group averages should, therefore, be appraised with this point in mind. 


The results in this report are based on the cooperative efforts of the partic- 


ipating farmers, district agriculturists G.R. McNaughton, G.C. Boulet, M.H. Jaque, 
N.G. Miller, and £,- Dobko , and the Farm Economics Branch. The analysis has been 
supervised by Len Bauer, Agricultural Economist, with the clerical assistance of 
Allan Goryniuk and other part time members of the Farm Economics Branch staff. 


T.A. PETERSEN, 
Acting Director, 
Farm Economics Branch, 


Digitized by the Internet Archive 
in 2022 with funding from 
Legislative Assembly of Alberta - Alberta Legislature Library 


-https://archive.org/details/ableg_33398004111760 
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B. PURPOSE OF FARM BUSINESS ANALYSIS Page 2 





What use can be made of a farm business analysis? There would be little 
reason to go to the trouble of keeping records and analyzing them if there was 
not some reward beyond the mental gymnastics involved. The only good reason for 
having a business analysis done on your farm is to gain some insight into the 
economics of your operation in order that you might have a better idea of the 
farm income level and how to increase your profit opportunities with the re- 
sources you have available. An analysis will give you a hunch as to where your 
farm business is weak, and where it is strong in relation to district standards, 
It should be remembered, however, that "district average’ is used merely as a 
benchmark to compare yourself to, and not as an ideal or optimum. Thus, even 
though your farm size may be average, this does not necessarily mean that you 
could not make large returns on your investment in an increased size of business, 
The same might be true for crop yields, livestock yields, or the other manage- 
ment factors, depending upon your particular situation. 


The principles involved in investing in various phases of your farm opera- 
tion are really no different from those you would use if you were investing a 
sum of money in stocks and bonds. In the former case you are merely investing 
in various phases of your own business, while in the latter, you are investing 
in someone elses, If you were investing in stocks and bonds, you would certainly 


consider the following factors: 1. Fercent profit return expected. 2. Degree 


of risk involved. 3. The length of time your money will be tied up (availa- 
bility), After assessing a number of available stock and bonds, you would most 


certainly order them giving priority to the most attractive one first, in terms 
of the above 3 investment criterea, followed by the second most attractive one, 
and so on until the money you have available to invest is spent. This requires 
a considerable amount of paper work on calculating expected costs and returns, 
(allowing for risk and availability) which is commonly called budgeting. The 
final decision will be different for different farmers because of their differ- 
ing capital position, vulnerability, age, training, etc. 


How many of us invest in our own farm business using these principles? 
Very often, even though we might use sound investment criterea outside our farm 
business, we forget that exactly the same ones apply to investment in the farm 
business itself. Many farm operators, for example, continue investing in more 
equipment perhaps, while better breeding stock or improved rations might have 
been better investments in terms of our investment criterea of percent return, 
risk, and availability. Others invest in high priced breeding stock or build- 
ings, not realizing that they are passing up greater profit opportunities per- 
haps in fertilizer, land investment, or some other item, depending on the 
particular farm situation. 


FARM BUSINESS ANALYSIS ATTEMPTS TO LOCATE THE WEAKEST FACTORS IN YOUR 
BUSINESS, BECAUSE IT IS IN THESE AREAS WHERE ADDED INVESTMENT WILL USUALLY FAY 
OFF THE BEST FER DOLLAR INVESTED, YOUR FINAL GOAL IN FARM PLANNING SHOULD BE 
THE AEPRALSING (BUDGETING) AND THE FLACING OF “OUR ALTERNATIVES OF LNVESTMENT 
IN YOUR BUSINESS FROM HIGH TO LOW IN TERMS OF OVER-ALL FROFIT FOTENTIAL. THEN, 
AND ONLY THEN, ARE YOU IN A FOSITION TO INVEST WISELY IN YOUR FARM VENTURE, 


Thus a farm operator who finds from a business analysis that size appears 
to be the weakest of the important management factors, should suspect that in- 
vestment in increasing size of business might pay off better than investment in 
another direction. His next question should be: what method of increasing size 
will pay off best. Should he buy more land, rent more land, clear more land 
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that he already has, buy more livestock, or should he maybe do more custom work 
to increase the size of his business operation. The only way for him to resolve 
these questions is to do a bit of "pencil figgering" (more formally called budget- 
ing), using the best information he can get to estimate costs and returns for each 
possible alternative (see sample partial budget forms at the end of this report), 
Then he can invest his money in the particular size increasing endeavour which 
appears to be most profitable, with the assurance he has made the right move. 
There is, of course, a limit to the amount he can profitably spend on making his 
business bigger. He will ultimately reach a point where another management factor 
such as labour efficiency, livestock or crop yields may become the weakest link, 
and he will then have to explore by budgeting which is the next best investment 
move. If livestock yields are suspected to be the next item needing attention, 

he will have to estimate whether better rations, better breeding stock, or perhaps 
‘better sanitation will pay off best. Thus, the good manager will move from one 
alternative to another when he invests operating capital in his farm operation, on 
the basis of spending money in what appears to be the highest priority areas first, 
and then in the lesser and lesser attractive ones until he reaches the stage where 
it would not pay to invest another dollar in the business (an enviable position 
which most farmers do not have enough money and other resources to achieve). The 
above ideas are, of course, briefly and well expressed in the often heard quota- 
tions "Spend your money where it will do the most good", or "Attend to the weakest 
link in the chain first". (See "The Old Oaken Bucket" diagram on Fage 5). 


The important thing to remember is that farm accounts should be used for 
farm business analysis. Farm business analysis should be used to locate possible 
weak spots where the returns per added dollar invested will invariably give a 
high percent return. Budgeting should then be used to estimate those alternatives 
which can be taken to alleviate the weakest management factor. The alternatives 
should then be ranged from high to low in terms of profitability, and the highest 
one acted on first. 


COMMENTS ON FARM BUSINESS ANALYSIS 


Size of Business 


Less than a total of 300 PMWU on the farm can usually be thought of as being 
too small for full employment of the operator at present day rates of labor 
accomplishment. Size can be increased by breaking, renting or buying more land, 
by raising more livestock, more intensive types of crops, doing custom work, or 
by a combination of all these. In most areas, a size of farm business effectively 


employing 2 or 3 men full time appears to use other farm resources most efficiently. 


Labor Use 


Some operators work long hours and accomplish little work. Others work average 
hours and accomplish much. Labor efficiency can be increased by carrying bigger 
enterprises through a more specialized or perhaps a larger farm operation, This 
justifies the economical purchase of more labor saving equipment. Chore routines, 
field and building arrangements also play an important part. Job planning to 
avoid repetition or blank spots is also a major factor. On the other hand, an 
extremely high labor accomplishment per man may merely be the result of work and 
management spread too thinly per acre and animal, resulting in low crop and Live- 
stock yields. Above average PMWU per man, accompanied by higher than average crop 
and animal yields, indicate true labor efficiency. 
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Page 4 
Use of Capital 


Capital is being used more effectively when the year's gross farm production 
is high in relation to total farm investment. A weak relationship may simply be 
due to weak crop and livestock yields, or due to overinvestment in machinery, land, 
and buildings for the actual tasks they are performing. This may be a result of 
the farm as a whole, or the individual enterprises being too small to use equip- 
ment economically. Often, however, equipment or buildings are simply too large 
and elaborate for their intended usage. In certain cases, too much may have been 
paid for the land in relation to its productive potential. 


Crop and Livestock Yields 


Low yields may be a result of poor techniques, but in some cases where land 
quality, or breeding stock is inferior, even the best husbandry practices will 
not economically increase yields. Foor breeding stock can be replaced relatively 
easily, but when the limiting factor to crop yields is poor land, there may be 
no immediate answer outside of selling out, or putting the land to some other use. 
Inherently poor land can often be improved physically, but whether it will be 
economically sound for the farmer trying to make a living from it is another 
question. However, many crop yields could be profitably increased by improved 
rotations, seed, fertilizer, and cultural practices. Most profitable yields on 
one type of soil may not necessarily be the best for another. In the case of 
livestock, many of the poorer yields could be advantageously increased by better 
rations and general husbandry practices, 


Enterprise Combinations 


Lines of production should be picked to best fit the available farm resources, 
Complimentary enterprises are desirable inasmuch as by-products of some can be 
used in production of others (dairy cattle and hogs). They should also supplement 
each other as much as possible, or in other words, they should dovetail together 
without serious conflict in the use of the farmer's resources. For example, 
equipment such as loaders, tractors, and trucks which are used for crops in the 


summertime can often be put to use on additional livestock enterprises in the 
wintertime or other slack seasons, without adding to total farm overhead costs. 
Because each farmer has a different combination of equipment, building, and labor 
resources, the most suitable enterprise combinations will thus differ on each farm 
(even in the same district) and the production plan must be "custom made" for each 
business, which will use these available fixed resources to best advantage. Thus, 
a farmer who finds himself with a large sturdy horse barn for example, or other 
unused buildings (either due to farm purchase or perhaps faulty past planning), 
may find that hog, dairy, or broiler production may fit in the best because he 
tantial start on buildings, the cost of which his business is 
Thus, his housing bill will consist only of building renovation 
costs. His neighbor, with no substantial outbuildings, may find that his best 

bet would be to go into hog or beef feeding, enterprises which require low build- 
ing requirements. The same principles are true in supplimentary use of equipment 
and labor. idle labor during certain parts of the year continue as costs to the 
farm business, whether used or not. Thus, enterprises which "dovetail" in using 
up this surplus labor in slack seasons will be "homefree'" in that they do 4 
incur any further labor costs than are already present in farm expenses, Similar 
examples can be cited for the use of farm equipment during slack seasons as 
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Page 5 
mentioned previously. The principle to remember is that if the resource is 
already on the farm, the cost of using it in an extra enterprise will only be 
the extra variable costs incurred. Fixed costs of interest, depreciation, and 
insurance are already being borne by the farm business, regardless of the amount 
of use made of the equipment or building. This is why supplementarity and com- 
plimentarity between enterprises on a farm are so important. In general, however, 
introduction of modern machinery and facilities creates the necessity for some- 
what more specialization on many farms in order that each enterprise will be 
large enough to profitably take advantage of special equipment and managerial 
skills necessary as farm science increases in complexity. 
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Page 6 
C. DEFINITIONS AND PROCEDURES USED IN THE FOLLOWING ANALYSIS 


a rn En ty oR nent Soa doh 


1, FARM OPERATOR'S CAPITAL INVESTMENT 


(a) Since the values put on farm homes vary a great deal from farm to farm 
and do not bear a direct relationship to the farm business in many cases, the 
value of the operator's house is not included in the total farm investment. Houses 
furnished for hired help, however, are classed as being part of the total farm 
investment, 


(b) Livestock buildings include cattle, hog, sheep, and poultry buildings 
as well as feeders, silos, corrals, etc. 

(c) The values appearing in the following Tables concerned with capital are 
the end of year inventories. Increases or decreases within the year in the value 
of real estate, machinery, and breeding livestock due to market value changes are 
not reflected in this summary as they constitute capital profits or losses and 


would tend to distort the true picture operating profits for the purpose of this 
analysis. 


2. TOTAL ANNUAL FLXED CHARGES are those which must be borne whether the farm is 
operated or not. Fixed costs tend to remain constant regardless of the level of 
output. In this report these are defined as taxes, insurance (except crop and 
livestock), cash rent (but not rental shares), depreciation, interest on operator's 
investment, and interest and bank charges on borrowed fixed capital as well as the 
operator's basic wage allocation ($2,400,00). They are often referred to as 
OVERHEAD COSTS. 


3. TOTAL ANNUAL VARIABLE CHARGES are those which will not be incurred if the 
farm is not operating. They vary according to the level of production. They are 
the total expenses less the overhead costs, They are often referred to as VARI- 
ABLE COSTS and consist of such items as fertilizer, fuel, seed, feeder cattle, 
repairs, etc. 


4, TOTAL ANNUAL CHARGES are the sum of annual fixed and annual variable charges 
and differ from the usual connotation of farm expenses in that they include a 
charge for the farm inputs of family labour and interest on the capital invested, 
as well as the operator's basic wage allowance. They consist of the total annual 
inputs or resources used up in operating the farm for the year. 


5. THE OEERATOR'S WAGE VALUE has been appraised at $2,400.00 for his physical 
labor, with an allowance of 5% of gross receipts added for the value of his 
management, The basic wage of $2,400.00 has been considered an overhead cost in 


the calculation of this report. (see #2 above). 


6, EERQUISITES are the products produced on the farm which could have been sold, 
but were used in the house. This includes meat, milk, eggs, etc. Some author- 
ities include a rent factor for the farm home (i.e. interest and depreciation). 
However, since the value of the farm home has been omitted from farm capital in- 
vestment, the rent that should be charged to the farm family must also be left out. 


7, INTEREST ON INVESTMENT is charged at 5% on the operator's farm investment at 
a end of the year. Rented land, equipment, and livestock are not included here, 


as the charge to the farm business is included as rental expense. Where the 
operator paid out interest, it has been shown as a separate portion of the total 


interest charge against the operator's farm investment. 
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8. RETURN TO CAPITAL is considered as the dollar difference between net farm 
income and the operator's assessed wage for work and management ($2,400.00 plus 
5% of gross operating revenue). It represents the amount left for a return to 
the capital the operator has invested in the farm business after all other input 


charges have been made. Return to operators capital is also expressed as a per- 
centage return in this report. 


9, CAFITAL TURNOVER is the number of years required for the annual gross receipts 
to equal the value of the total capital investment. It denotes the annual farm 
productivity (including rental shares) in relation to the amount of total invest- 
ment in the farm business (including rented capital). 


10, oe INVESTMENT FER MAN EQUIVALENT and per cultivated acre includes the 
operator's investment plus rented real estate (i.e. total value of all real 
estate, livestock, equipment and supplies used in the farm operation). 


11, AN ANIMAL UNIT is a measure of comparison between various classes of live- 
stock, This can be defined as one mature cow or the equivalent in other livestock 
based upon the amount of feed converted. The animal units in market livestock 
have been computed by converting the increase in value to an increase in weight. 
One animal unit is then considered as being 1,000 pounds of live animal. Con- 
version factors of $24.50 per 100 pounds of beef and $40.00 per hog were used 

for the year 1962. 


12, A PRODUCTIVE MAN WORK UNIT (PMWU) is the amount of productive work done on 
an average farm by an average man during a 10 hour day. Provincial standards 
have been used for the average amount of time required to work an acre of various 
crops and to tend various classes of livestock. Multiplying the appropriate 
standard by the number of crop acres and animal units on your farm gives a 
relative picture of the farm size in terms of productive work to be done on the 
farm as compared to other farms in the group. 


13. MAN EQUIVALENTS (ME) are the sum of ali the months of labor used in farm 
work divided by twelve. This gives the number of men working for the full year. 


Hired, family, and operator's labor are all included. 


14. LABOUR EFFICIENCY can be computed by dividing the total productive man work 
units by the man equivalents. A high figure will show that the labor force is 
accomplishing a higher than average amount of productive work per man, It means 
that the labor force is taking care of more animals and acres per man than the 
standard for the district. On the other hand, however, extremely high labor 
accomplishment may be the result of spreading labor and management too thinly over 
the farm, resulting in low animal and crop yields. True labor efficiency is in- 
dicated by above average production per acre and per animal, accompanied by a higher 


than average PMWU per man. 


15. CROE VALUATIONS. Appraisal of crop inventory values and actual value of crop 
sales to the Canadian Wheat Board, is difficult due to the method of issuing initial, 


interim, and final payments, spread over several accounting years. in this analysis 
report, crop inventory, and sales values have been appraised at the expected final 
> 


realized price including all payments, This allocates crop income to the year in 
which it was actually earned instead of the year in which it was actually received. 
This portrays a more accurate picture of the true earnings or output for a given 


year in relation to the expenses incurred. 
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Graph 2a - DISTRIBUTION OF 
OLERATORS LABOR EARNINGS 
of 54 Farms from the Feace 
River District. 
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Main Reasons for Income Variations Between Farms 


There are many factors which affect the ultimate earnings of a farm. Some 
are very important, while others are much less significant, Some factors such 
as weather and markets are often beyond the control of an individual farmer 
while others can be regulated by him through sound business management to 
substantially increase farm profits. Usually most of the difference in in- 
comes between farms in the same locality (and thus tacing the same price 
conditions) can be traced to differences in: 


. Size of the farm business 

. FEroductive work done per man 

. Volume of production in relation to capital investment 
Crop yields per acre 

. Livestock yields per animal 


The lines of crop and livestock production on the farm (Enterprise 
combinations). 


Oni WO hw = 


A definite weakness in any one, or several of the above factors usually gives 
a farm a low earning power which could be increased to best advantage by giving 
most attention to the weakest factors first. These factors are often difficult 
most attention to the weakest it -———= 


to portray objectively, so a number of measures have been shown under each 
management factor category to help you in an overall assessment of your farm 
in each, The most reliable single measure in each category is indicated at 
the bottom of each chart used in the "thermometer chart" on Page 1 to show 


your relative position to the group average, 


The following Tables give a detailed analysis of the factors previously 
mentioned as being so important in a successful farm operation. 
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Table 9 4, CROF PROGRAM & YIELD ANALYSIS Page 19 
et Average of all Farms My Farm 
Item | Acres Yield Total jAcres | Yield Total 
Per Acre Value Per Acre | Value 
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Crop Yields: To get a true picture of crop productivity, all of the acres in crop must 
be considered, not just the special field that got all the manure and fertilizer. 
Several bushels per acre less than average can mean several thousand dollars difference 
in farm profits. Often weather is responsible for yield variations between farms but 
frequently different rotations and cropping practices can also make large differences. 
Value of total crop on your farm as compared to what it would have been, had you ob- 
tained average yields for the crops you grew, is a good productivity measure. CROF 
YIELD INDEX expresses this as a percentage of 100%. On your farm total crop value 

was appraised at $ . If you had had average crop yields the value would 


have been $ 


ae 


Crop Intensity: 7 crop yields in themselves are not always enough, Growing less 


to the district average gross value per crop acre. On your farm, gross value of crops 
per crop acre at district average yields would have been $______- peg. you ae £ 
a crop program similar to the district average, oe ee oe ae an Zack © 

have been $ . This can also be expressed as a percentage of average. 
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5. LIVESTOCK PRODUCTION ANALYSIS 


(a) Livestock Yields 
Efficiency of lives 
records, 
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tock and poultry is not easily measured without detailed 
Complete analysis requires such important details as total pounds of milk 
produced, pigs raised per sow, rate of gain, feeding practices, time of year mar- 
keted, etc. All these items have an important bearing on measuring the efficiency 
of livestock production and without these it is difficult to get an accurate measure 
of this factor, This analysis has not yet considered each enterprise in this amount 
of detail. 

The "Livestock Index" is probably one of the better general methods of measuring 
livestock productivity on farms where several types of livestock are kept. It is 
difficult to compare a farm operators livestock with the district average except 
under some conmon denominator such as ‘animal unit'. The livestock index of an 
individual farm is the gross returns per animal unit expressed as a percentage 
with the district average at 100%. An ‘animal unit! is a common denominator between 
animals based on feed conversion and body weight. Standard animal unit Tables have 
been established which are used universally in agriculture. It is assumed that 
one mature cow represents an animal unit. The comparative feed consumption and body 
weight of other age groups or classes of animals determines the proportion of an 
animal unit which they represent -- thus 1 1/2 mature heifers; 3 calves, 100 hens, 

7 sheep, or 35 turkeys represent an animal unit. In the case of feeder hogs and 
steers, 1,000 pounds of animal produced is considered an animal unit. This repre- 
sents approximately five market hogs produced, or three steers fattened. 


Your gross livestock returns (dollars worth of livestock produced) came to 
$ _in 1962. If your livestock yields per animal had been average for the 
district an? for your number and kind of livestock, your gross livestock returns 
would have been $ . The livestock index expresses this on a percentage 
basis. Your Livestock Index was toe 


(b) Livestock Costs and Returns 

Livestock enterprise costs and returns have been calculated in a similar manner 
to that for crops. ‘the major cost of «-‘sing livestock is feed. The feed bill 
accounts for as much as 80% of total costs on a feeder cattle operation and usually 
over 60% on dairy and hog farms. The feeding of low cost rations, while maintaining 
high production, is therefore necessary if the livestock enterprise is to be run 
successfully, It should be remembered that various feeds will substitute for each 
other to procuce the same product. For example, if grain is high, it will likely 
be economical to substitute hay for grain in the case of forage consuming animals, 
Similarly, if barley is very high priced it may pay to substitute wheat or oats in 
its plece. In addition to the ERINCIELE OF SUBSTITUTION in feeds, the livestock 
producer faces a problem of hew much to feed. The FRINCLIFLE OF DIMINISHING RETURNS 
enters the picture here. heavy feeders for example, convert feed less and less 
efficiently as their weight increases. Similar conditions exist in the case of milk 
from dairy cattle, eggs from poultry, etc. The producer must aim for TUS where 
the last pound of feed fed to the animal will just pay for itself. This is ae 
profits from feed will be the largest per animal, Labor also accounts 208 a big 
share of the expense of producing livestock. Labor saving devices in a livestock 
lease the operators time to be used more profitably in DESKS phases 
of farm production, thus reducing total cost to ie livestock enterprise and increas- 
ing production elsewhere (Labor - Equipment substitution). Labor ak is replaced ; 
by equipment must perform at a higher rate of output elsewhere or increase satisfaction 


in extra leisure time sufficiently to justify the change. 
ges show costs and returns for each livestock enterprise by 


enterprise often re 


The following p2 
"Type of Farm''. 
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Table 11 PEACE RIVER DALRY FARMS 
LIVESTOCK COST AND RETURNS ANALYSIS 


Cow- |Feeder Total 
Dairy |Calf |Cattle |Hogs |Foultry | Other | Livestock 


Mepiketerns Ss tos || - [ago | 336 | | a7 | 
Less Total Value of Feed Fed 3568U Peak] = Nlege0 1) 11S I oe ee eee 
as a ee ee a a er as 
Meeeeeattcotiiiabor = (ae ict | | CS | ais ee Ye ea 
MEGMEDOUELEABORSSTFEED = “(1,842 | = | - ind |) 04 ee 
MumemtarettcG@ash CostaicSharexRent | .340 |- | > |= | 30. | = t= go 
MemcointwNetdable’Gost || .473 | -» | - | .12 |) 2 1 =n pe ae 
NET TO OVERHEAD, RISK & MGMT. [1,029 [- | - | -37 | -126 [ - | 866 | 
MueaidoantoOverheadsCost _-—s§s—s | 982 | -. | = | 75 |e 10 ef oer 
ES ea) Ey ae ee a ee a ee ee) 
Plus Labor 1,88) | eal = Eigeeo it ot eee eee 
NTERERISE LABOR EARNINGS ee a i po nee eee eee ee 


Feed as % of Total Cost ieee oa creed ccm WH Ca ancien pose eee vee 
Labor as % of Total Cost aye ee ee ee ee ae ee ee 
Other Costs as % of Total Cost ae a ee Se ee ee ee 
No. Animal Units ae ee NE ee | ee ER TI) 
Se Keturh-fer-AnimalUnit..($) | -249-| = 2-7] 300.|).1, 120. ees | Bee 
MS rerer h100 Feeds) >| 201 [== 1] 150) 292 ee 

Months Labor Used on Enterprises 10 Ses a i ee ee 
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Table 11-A PEACE RIVER BEEF FARMS 


LIVESTOCK COST AND RETURNS ANALYSIS 
AND ANAL LOLS 







| Cow- | Feeder Total 
| Dairy | Calf Cattle | Hogs Poultry |Other |Livestock 


Boss Returns | tes] = | rae | ae | tao | 7,557 
bess Totel Value of Feed Fed | - [2,764] - | 3a8_| - | 18 | 3,170 | 
Beasove reap Yn | Pasa [ae | tao 38 
ess Value of Labor eens fps Bnei | renter] aan ee ere 



























NET ABOVE LABOR & FEED eenate|¢2¢ 6500 rare it octet me po mee ccc 
bess Direct Cash Cost & Share Rent | - [222] - [57 [= [= 279 
Less Joint Variable Cost  pererns | Pee 80. | eens [eae Seen ie eee ee 














NET TO OVERHEAD, RISK & McHT. | - ~—[2,148[ - [| 66 =f -9 | 72,276 | 
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Table 11-B PEACE RIVER DIVERSIFIED FARMS 
LIVESTOCK COST AND RETURNS ANALYSI 





| | Cow- Feeder | Total 
| Dairy | Calf Cattle; Hogs |Foultry Other |Livestoc 


oa a a 
NET ABOVE FEED | 99 (| pan] 294 [1,685 97 
Less Value of Labor | 103 [513 143 [669] 5931490 | 
Less Direct Cash Gost & Share Rent| 3 [ 4o[ 61 | 38] 8 [| - [| 150 | 
Less Joint Variable Cost [19 [ aa7| 75 | 22a] 50 [= 583 








Less Joint Overhead Cost 
ENTERERISE LABOR EARNINGS 














61 53 


Medras% of Total cos. | 35 | 43) 5a | et] a | 

60 

40 
7 eee 

errs 


291 |  186|. 164 |. ie2| S¥So eee 
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Table 11-C PEACE RIVER CROF FARMS 
LIVESTOCK COST AND RETURNS ANALYSIS 


Enterprise | Total 
Hogs | Poultry Other | Livestock 


ross Returns 202 
peer oeat etne of Feed red [ue 7555 feu [as eae 
NET ABOVE FEED 
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Labor as % of Total Cost 
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Other Costs as % of Total Cost 
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MY FARM 
LIVESTOCK COST AND RETURNS ANALYSIS 





Enterprise Cow- Feeder Total 
Item Dairy {Calf {Cattle | Hogs | Poultry |Other | Livestock 
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ENTERPRISE COMBINATIONS Page 23 


r i 
here is no simple and clear cut measure of effect of enterprise types or combin- 


itable for any one farm. In selecting a 
: Ba important factors to consider are: relative 
ic ie sath adie tsa soil types and the amounts of tillable and un- 
can Bie peeton and amounts; farm size and location relation to special 
> ing space available and preferences of the operator. Complementarity and 
supplementarity between enterprises must also be kept in mind. (See page 4) 
. ee beer tn oe ies as one adds or increases an enterprise that 
ee ict ba a es Oo ne uction (land, capital, labor managerial skill, 
greater return of profit or satisfaction to justify the addition 
or increase. Very often farm income is low because labor and managerial effort are 
spread too thinly over too many lines of endeavor to reap a maximum of income. How- 
ever, the saying "don't put all your eggs in one basket'', has merit too. A specialized 
farm is subject to much greater variations in income and so a farm operator who pursues 
a specialty must be able to withstand fluctuations in yields and in markets if he wants 
to be successful in his venture over the long pull. 

By using existing buildings and machinery to capacity, total income is increased. 
With machinery, this can be accomplished by buying or renting additional land or doing 
custom work. Using waste land for pasture, utilizing buildings that are vacant (but 
still serviceable) for hogs, or poultry, etc., can also add income provided extra out 
of pocket costs don't exceed the extra returns expected. In adding a supplementary 
enterprise only variable costs must be covered (feed, drugs, etc.) The overhead costs 
of depreciation, interest and labor are being borne already and so anything above vari- 
able costs will boost farm profit. 

Table 12 summarizes from Tables 10, 11, 11l-A, 11-B, and 11-C, the relative contri-- 
bution of each enterprise to labor earnings. Just the same as operators labor earnings 
measures the farms overall profitability, so enterprise labor earnings measure the 
profitability of each enterprise. The enterprise labor earnings figure differs from 
operators labor earnings in that it is a residual to all labor (hired and family labor 
as well as the operators) while operators labor earnings is a residual to the operators 
labor only. 

CONTRIBUTION OF ENTERFRISES 
Table 12 TO TOTAL FARM LABOR EARNINGS 


Type of Farm 


B [= 
4 kz 


Enterprise 





Crop Labor Earnings 

Dairy Labor Earnings 

Cow-Calf Labor Earnings 

Beef Feeder Labor Earnings 
Hog Labor Earnings 

Poultry Labor Earnings 

Other Livestock Labor Earnings 
Labor & Custom Work Income 
Other Income 

Change in Supply Inventory 


hange in Accounts Payable 

TOTAL NET RETURN TO LABOR ke pee ee 3,499 

549 
295 | 400 | 17 
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SUSEECTED AREAS FOR IMPROVEMENT IN MY FARM BUSINESS 
(To be filled out in discussion with the farm operator) 





SOME ALTERNATIVES TO CONSIDER FOR IMPROVEMENT 






These alternatives can be tested by use of the partial budget technique, 
Several partial budget forms are included in the following pages. More 
are available from your District Agriculturist. 











“BS og57 


) eemALeus MARAT YM UT. THANEVOR tat HOF Shae 


otsreqo mat oa d3iw noreeuseth ni suo Toe 
ee 


















cuQraVORTME HOW AVGTAOO OT 2TVETAMARTIA Mice 


eT 





yee: 


PARTIAL BUDGET FORM 





Additional Annual Cost Expected 


1. Fixed Costs (deprec., interest, insurance, licenses, taxes, etc.) 


2. Variable Costs (repairs, feed, fuel, electricity, etc.) 


Reduced Annual Receipts Expected (livestock sales, crop sales, 
custom work, etc.) 


Sub-Total A $ 


Additional Annual Receipts Expected (livestock sales, crop sales, 
custom work, etc.) 


Reduced Annual Costs Expected 


1. Fixed Costs (deprec., interest, insurance, licenses, taxes, etc.) 


2. Variable Costs (repairs, feed, fuel, electricity, etc.) 





Sub-Total B $ 


ESTIMATED CHANGE IN ANNUAL NET FARM INCOME (B - A) 


OTHER CONSIDERATIONS 


Extra capital needed. . ‘ : » « « » « Gegres of TIS bw se se Ho OE ES 
Extra labor to hire ava Pa ae . . Time lag until income starts .... 


Other Advantages of Proposed Change Other Disadvantages of Proposed Change 
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PARTIAL BUDGET FORM 


Additional Annual Cost Ex 
1. Fixed Costs (deprec., interest, insurance, licenses, taxes, etc.) 


2. Variable Costs (repairs, feed, fuel, electricity, etc.) 


Reduced Annual Receipts Expected (livestock sales, crop sales, 


custom work, etc.) 


Sub-Total A $ 


Additional Annual Receipts Expected (livestock sales, crop sales, 


custom work, etc.) 


Reduced Annual Costs Expected 


1. Fixed Costs (deprec., interest, insurance, licenses, taxes, etc,) 


2. Variable Costs (repairs, feed, fuel, electricity, etc.) 


Sub-Total B $ 


ESTIMATED CHANGE IN ANNUAL NET FARM INCOME (B - A) 
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OTHER CONSIDERATIONS 
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Other Advantages of Proposed Change Other Disadvantages of Proposed Change 
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HERE ARE A LOT OF 
GOOD IDEAS IN THESE 










US STREAMLINE ouR 
FARM BUSINESS 


SO! SUGGESTED THAT THE 
MEN SHOULD ATTEND Too! 
im SURE WE CAN USE IT! 







OUR YUONIOR FARMERS 
ARE GOING TO HOLD A 
FARM MANAGEMENT 
COURSE THIS WINTER, 
"O REALLY Like To Go! 




























